COMPTROLLER GENERAL OF THE UNITED STATES Jj- ol éd/sz
WASHINGTON D.C. 205M

August 3, 1983

The Honorable William v. Roth, Jr.
Chairman, Committee on Governmental Affairs
United States Senate i

Attention: Marikay Riney j -300@F§
Dear Mr., Chairman: Do not =iy ﬁv.zil...ulu ‘o publlc reading *.u\

AT
This is 1n reply to ‘your May 10, 1983, letter requesting our

views on the prov151ons of 8. 1181, a bill entitled "Construction
Contract Payment Procedures Act of 1983."

ﬂéﬁh&. ﬂéﬂﬁ.«:blll# uld rw?'eqr?lre 4Fede%xecutive m"a genic:.es,; hen they
rlect ttgﬁmake progress&paymentsﬁﬁﬁaersa constructlon coutract, to
'makeﬁsuch progress payments ‘int fuLl tokthe contractor without
retentlon of any portiou of tﬁemprogresstpayment ‘due 'unless the
contractlnq offlcer flnds and determlnes that the contractor 1is
not maklng timely'or otherw1se satfsfactory progress towards
completlon of the contract. Currently, the Government is

reimbur 'sing cortractors at rates ranging from 90 to 95 percent of

progress. payments due under construction contracts.

‘We do nothngé%E?the %rov1§ﬁ?ﬁ% ofj%he b111, iLfEnacted,
woulqﬂbe cansistentwith . good Sﬁ?&nessﬁpract1oe or would provide
the Federal Governmentﬁthe{protectlonﬁtnat retentlon of a
percentage‘gf progressipaymentsQPOWsaffords.w It is general
business*practffa—-ﬁwd we believe azprudent one-—to withhold a

rvotlenr ot ales Y,
port}on ‘of " payments on: construction” contracts to ensure
satlsfactoryﬁcompletlon. Such withholdlnq\serves to ocotect
against shoddy workmanshlp that may not be discovered" until final
accéptance inspéction by the Government Further, on other than
fixed-price 'contracts, the withholding also serves to guard
against the Government's paying for costs determined subsequently

to be unallowable. ‘
2l

%«In recéht testlmg%§,?§elated iﬁ%?grtgéb this&}ssue, ‘before
your;Commlttee,jthe Defense Deputy Inspector Peneral g&;.\Derek
Vander qchaaf‘%also 1nd1catethhat retentlon of . aépercentage of
progress payments ‘has substantlal value. While ‘the testlmony
covered progress payment raté% for other than construction’
contracts, we believe the 1ssue is the same as that ralsed ‘by S.
1181. The Department of Defense (DOD) .increased payment rates in
1981 from .85 percent for small businesses and 80 percent for large
contractors, to 95 and 90 percent, respectively. Mr. Vander
Schaaf indicated that with recent decreases in inflation and
interest rates, DOD should consider reducing the current high
progress payment rates.



You also asked that we provide you wlthﬁfhr assessment of the
possible paperwork and regulaLory ‘burdens which mxght“result from
passage ‘of §. 1181. _ We cannot ‘provide you with’ a*complete
asseasment ‘without further ‘detailed study. ; Whileﬁthere may be
some ‘inStances in which the bill could increase Government
paperwork (e.g., without the leverage of funds withheld there may
be a need for repeated requests to correct unsatisfactory
contractor work), we would not expect any added burden to be
significant. Also, we do not believe contractors will be burdened
with additional paperwork. l

We appreciate the opportunity to provide our comments on this
bill. .

Sincerely yours,
Comptroller? Géneral
of the United States
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